STATE OF MAI NE Docket No. 98-577
PUBLI C UTI LI TI ES COVMM SSI ON
August 5, 1998

MAI NE PUBLI C SERVI CE COVPANY NOTI CE OF | NVESTI GATI ON
| nvestigation of Stranded Costs,

Transm ssion and Distribution

Uility Revenue Requirenents, and

Rat e Desi gn

VELCH, Chairnman; NUGENT, Conmi ssioner

l. SCOPE OF INVESTIGATION

L.D. 1804, "An Act to Restructure the State's Electric
| ndustry,"” requires the Conm ssion to conduct an adjudicatory
proceeding to determ ne stranded costs for each electric utility.
35-A MR S.A 8§ 3208(8). In addition, as part of the sane
proceedi ng, the Comm ssion nmust establish the revenue requirenents
and stranded cost charges for each transm ssion and distribution
utility at the tinme retail access begins on March 1, 2000. Wth
this Notice, the Conmission initiates a proceeding to investigate
these matters for Mine Public Service Conpany (MPS or Conpany). As
part of this proceeding, pursuant to 35-A MR S. A 8§ 3209, we wll
al so investigate the rate design necessary and appropriate to
recover transm ssion and distribution utility revenue requirenents
and stranded costs. As required by 35-A MR S. A 8§ 3209(2), this
investigation will include setting rates for backup or standby
servi ce.

11. OPPORTUNITY TO INTERVENE

Any person who wi shes to participate in this proceeding as a
party nust file a petition to intervene with the Conm ssion's
Adm nistrative Director, Public UWilities Comm ssion, 242 State
Street, 18 State House Station, Augusta, ME 04333-0018, by August
18, 1998. Copies of the petition should also be sent to Stephen
Johnson, Maine Public Service Conpany, 209 State Street, P.O Box
1209, Presque Isle, ME 04769. Petitions to intervene nust be in
witing and state the nane and docket nunber of this proceedi ng and
how the petitioner is affected by the proceeding. The petition
shoul d al so include a short and plain statenent of the nature and
extent of the participation sought, and a statenent of the nature of
the evidence or argunent the proposed intervenor intends to submt.
Shortly after the deadline for petitions to intervene, the
Commi ssion will send to each proposed intervenor a copy of the
service list inthis case. Objections to petitions to intervene
must be made in witing by August 25, 1998. Persons that do not
want to be a party, but wish to nonitor the proceedi ng may request
to be placed on the Comm ssion's “interested person” |list by
contacting the Comm ssion's Adm nistrative Director at the address
listed above.
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111. PRELIMINARY ISSUES

As noted in our order in Docket No. 97-596, Maine Public
utilities Commission, Investigation of Stranded Cost Recovery,
Transmission and Distribution Utility Revenue Requirements, and Rate
Design of Bangor Hydro Electric Company, the Comm ssion initially
intended to initiate this case at the beginning of 1998. |In order
to allow the Comm ssion additional tine to investigate the viability
of retail conpetition for electricity in MPS s service territory,

t he Comm ssion del ayed the start of the MPS case and initiated the
Bangor Hydro case in March, 1998. Although questions about the
viability of retail conpetition in northern Miine have not yet been
resol ved, the Conm ssion has concluded that it can no | onger del ay

t he commencenent of this case given the statutory nmandate that the
Comm ssion conclude its stranded cost and T&D revenue requirenent
cases for all investor owned utilities by July 1, 1999. Although we
are comrencing this investigation, we will continue to exam ne

whet her the conditions necessary for retail conpetition in MPS s
service territory exist.

As stated in our previous notices of investigation initiating
this type of proceeding, the Comm ssion has identified four major
conponents to the Conpany's case:

1. Stranded costs;

2. T&D revenue requirenents;
3. T&D rate design; and

4. Stranded cost rate design.

The Act to Restructure the State's Electric Industry requires
that the Comm ssion provide the T& utility with a reasonabl e
opportunity to recover stranded costs. To the extent they otherw se
qualify for recovery, stranded costs associated with a utility's
generation assets will be calculated by taking the difference
bet ween the net plant investnent of the asset and the market val ue
of the asset, while stranded costs for a utility's purchased power
contracts are based on the difference between the future contract
paynments and market value of the contract. 35-A MR S A 8§ 3208(2).
As part of its stranded cost filing, MPS should include its best
estimate of the market value of its generation assets and contracts
based on currently avail able market information. Such estimates
shoul d reflect the maxi num market value of a facility or contract
under a reasonable set of investnent and operating scenarios. The
Conpany's stranded cost filing should also clearly identify the
anmount of stranded costs attributable to Maine Yankee and the
assunptions the Conpany has relied on in cal cul ati ng decomm ssi oni ng
costs.

The Conpany's T&D revenue requirenent filing should generally
conply with the provisions of Chapter 120 of the Comm ssion's



Noti ce of Investigation - 3 - Docket No. 98-577

Rules.® The filing should clearly identify how all assets and
liabilities, overheads and other joint and common costs are being
all ocated anong its core T&D busi ness, other non-core ventures, and
t he Conpany's generation business. The Conpany should clearly
identify how utility assets which have or may in the future be
transferred to non-core ventures will be applied by MPS to decrease
stranded costs or T&D revenue requirenents. Also, MS should
conpletely describe and justify its post-divestiture capital
structure.

In light of the statutory prohibition against inposing exit
fees on custoners, the Conpany's stranded cost rate design case
should clearly identify whether and how the Conpany intends to
recover stranded costs from consuners who significantly reduce or
elimnate their consunption of electricity purchased fromthe T&D
utility.

IV. PRE-HEARING CONFERENCE

A pre-hearing conference on this matter will be held on
September 2, 1998 at 1:30 p-m. in the Conm ssion's Hearing Room
The purpose of this conference is to discuss the schedul e and
processing of this case and to address any objections to petitions
to intervene.

V. NOTICE OF PROCEEDINGS

The Adm nistrative Director shall serve a copy of this notice
on those persons included in the service lists in Docket Nos. 95-052
and 97-580. In addition, the Admnistrative Director shall place
the attached notice in newspapers of general circulation in MPS s
service territory.

Dat ed at Augusta, Miine this 5th day of August, 1998.
BY ORDER OF THE COWM SSI ON

Dennis L. Keschl
Adm nistrative Director

COMM SSI ONERS VOTI NG FOR: Wl ch
Nugent

MAI NE PUBLI C SERVI CE COVPANY
I nvestigation of Stranded Costs,

The Conpany, however, need not file replacenent schedul es as
requi red by Section 3 of Chapter 120.
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Transni ssion and Distribution
Uility Revenue Requirenents, and
Rat e Desi gn

Docket No. 98-577

In May, 1997, the Legislature passed a law to restructure the
electric industry. Beginning on March 1, 2000, all consunmers will have
the right to purchase generation services directly fromconpetitive
electricity providers. As part of the restructuring process, the Mine
Public Wilities Conmission (MPUC) is required to conduct an
adj udi catory proceeding, in accordance with the Miine Adm nistrative
Procedure Act, to determine a utility's stranded costs (costs nade
unrecoverabl e by restructuring), the revenue requirenents for the
nmonopol y transm ssion and distribution conpany, and to design the rates
necessary and appropriate to recover these charges. On August 4, 1998,
the MPUC initiated a proceeding to investigate these matters for Maine
Publ i c Service Conpany (MPS).

To present your views in this case, you may participate in one of
two ways:

1. You nay petition to intervene. |If your petition to intervene
is granted, you will be a party with the right to participate formally
in the hearings and in negotiations. Your petition nust be nmade in
writing and nust state the nanme and docket nunber of this proceeding,
and the manner in which you are affected by the proceeding. Your
petition nmust also include a short and plain statenent of the nature and
extent of the participation you seek, and a statenment of the nature of
t he evidence or argunent you intend to submit. Your petition nust be
received by the Administrative Director, Public Utilities Conmm ssion
242 State Street, Augusta, Miine 04333, no |ater than August 18, 1998.
You nust send a copy of your petition to Stephen Johnson, Miine Public
Servi ce Conpany, 209 State Street, P.O Box 1209, Presque Isle, M
04769. For those people who wish to intervene, a pre-hearing conference
has been schedul ed for Septenmber 2, 1998 at 1:30 p.m at the
Commi ssion’s offices at 242 State Street, Augusta, Maine. If your
petition is denied, you may still request that your name be placed on
the Commission's mailing list for this case as descri bed bel ow.

2. You may request that your nanme be added to the nmailing list as
an interested person. |If your nane is added to the nailing list as an
i nterested person, you will receive notice of the tinme and place of any
hearings, including public witness hearings, held in this case.

THE COWM SSI ON W LL NOT PUBLI SH ANY FURTHER NEWSPAPER NOTI CES OF
THI' S PROCEEDI NG OR ANY HEARI NGS.

If you need nore informati on about which nmethod of participation
you shoul d choose, wite to the Adm nistrative Director at the above
address or call (207) 287-3831

Title 35-A of the Mai ne Revised Statutes and Comm ssion Rules wll
govern this proceeding.



